Abstract : This paper examines the effects of carbon cost on the economic value of eco-friendly facility. We find that it is the combination of the pass-through rate of carbon cost and the price elasticity of electricity demand that determines the economic value of eco-friendly facility. Although the economic value of the eco-friendly facility increases as the pass-through rate increases, this positive effect decreases as the price elasticity of the electricity demand increases. The economic value of the eco-friendly facility, also, exhibits dramatic changes depending on the periods of data under analyses. The economic value of eco-friendly facility is higher by 3.39～21.11% when last 10-year data set is used for analyses than when only last 3-year data set is, reflecting recent downturns of carbon prices. The results suggest that political and economic conditions should be taken into consideration in decision-making regarding the construction of eco-friendly facility.
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